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Introduction 

This bulletin is published to serve as a guide to fanners desiring 
to form cooperative societies for buying agricultural requirements or 
collecting, shipping, selling, storing, or manufacttuing farm products. 

While most farmers know something about cooperation and its 
advantages, not many have the definite and detailed information 
necessary to enable them actually to organize a cooperative exchange 
should they desire to do so. This pamphlet is designed to set forth 
plainly and briefly the advantages of cooperation among farmers for ' 
business, the extent of farmers' organizations in the United States 
and elsewhere, the difiiculties to be avoided in forming such organiza- 
tions, the fundamentals of successful cooperation, the possible fields 
for cooperative farmers' exchanges in Massachusetts, the probable 
beneficial results that may be expected from cooperative buying and 
selling and, finally, the actual steps necessary to form an exchange. 

The text of the Massachusetts laws regarding cooperative 
societies and the legal form of agreement of incorporation tmder the 
laws of Massachusetts, are appended. Since all cooperative societies 
should be incorporated, it is advisable that the form of incorporation 
should conform to the laws of Massachusetts and that the meetings 
held preliminary to incorporation should be in legal form. Specimen 
minutes corresponding to the form required by Massachusetts laws 
are also included in the appendix. 

The model constitution and by-laws are suggestive only, but they 
not only conform to the laws of the Commonwealth with regard to 
cooperative societies, but they also embody those principles that 
the very best and most prosperous cooperative societies in Europe and 
in the United States have f otmd advisable or essential to permanence 
and efficiency. Considerable latitude is possible in adopting by-laws 
to serve as working forms or rules for guidance of the society. Never- 
theless, it is desirable that these forms should be based on sotmd prin- 
ciples in order that the society may be directed safely and surely. 

Massachusetts farmers have already formed societies for various 
purposes, such as creameries, purchasing societies, cow testing asso- 
ciations, with more or less success. Several groups of farmers are 
about to organize. If the farmers of Massachusetts are to keep pace 
with the farmers of other states, naany farmers' exchanges will be 
attempted within a few years. It is essential that these organize care- 
fully. It is also very desirable that the exchanges be organized as tmi- 
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formly as possible. We believe that these objects will be attained by 
following the suggestions here laid down. 

For the establishment of credit unions or small cooperative 
credit societies, imder the law of 1908 authorizing the formation of 
such institutions, the bank commissioner of Massachusetts has pub- 
lished a book of instructions very similar to this bulletin in purpose, 
for free distribution. This little bulletin on credit imions may be had 
by addressing the Bank Commissioner, State House, Boston, Mass. 

The most helpful books on farmers' cooperative societies are 
"Cooperation in Agriculture" by H. W. Wolff, "Cooperation at 
Home and Abroad" by C. R. Fay (both these books may be obtained 
from G. E. Stechert & Co., Book Sellers, New York City), "Coopera- 
tion in Agriculture" by G. Harold Powell, published by Macmillan 
& Co., New York, and "Cooperation in New England" by Professor 
James Ford, published by The Survey Associates, New York. The 
latter two books deal with cooperation in the United States. A little 
book entitled "Cooperation Among Farmers" by J. L. Coulter, pub- 
lished by Sturgis & Walton Co., New York, may also prove helpful. 
Two recent reports, one, Rural Credit and Cooperation in Germany 
by Cahill published as Senate Docimient 17 of the 63d Congress, the 
other "Agricultural Cooperation and Rural Credit in Europe," the 
report of the American Commission to study European cooperation 
in 1913, published as Senate Docimient 214 of the 63d Congress, 
contain valuable information and may be obtained free by addressing 
your congressman. The best periodical on cooperation published in 
the United States is "Cooperation," a monthly journal published by 
the Cooperation Publishing Co., Minneapolis, Minn. 

A ntimber of states have issued bulletins concerning special 
phases of cooperation; Colorado and Oregon have issued especially 
good bulletins. The Board of Public Affairs, Madison, Wisconsin, 
has published three bulletins on cooperation and marketing, which 
cover the field of co6peration and marketing in the United States 
very well; they may be obtained by addressing the secretary of the 
board or the Superintendent of Public Property at Madison, Wis. 
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Farmers' Cooperative Exchanges 

THE PROBLEM OF MARKETS. 

Within the past few years very much has been said and written 
about the unprofitableness of agriculture, and on the other hand 
much complaint has been made of the high cost of living and the 
desperate straits of the consimier. Many causes have been advanced 
to account for this state of affairs, but probably none more frequently 
than the somewhat vague accusation that the middlemen take all 
the profits. 

It is asserted that the farmer must take what he is offered for 
his products and pay what he is asked for his supplies and equipment 
— that he fixes the price neither of what he sells nor what he buys. 
In a general way and considering farmers individually, this is im- 
doubtedly true. When it is said that this is due to the machinations 
of predatory middlemen the statement needs some qualifications. 

THE NEED OF MIDDLEMEN. 

In the main, the system of middlemen has arisen and developed 
with the growth of farming for the market. As soon as farmers began 
to give up producing solely for themselves and to raise crops to sell, 
the question of means of disposal of crops became very important. 
One of the first middlemen was the local buyer, often the storekeeper, 
who took the farmer's produce, sold him dry goods, groceries and 
supplies, and in his turn passed the com and eggs, feathers and honey, 
on to the user or manufacturer. 

But division of occupations and industries resulting in the growth 
of cities and the concentration of population on the one hand and 
the call for more raw materials of agriculture on the other, gradually 
separated the coimtr3rman from the urban dweller geographically, 
commercially and socially. Commercially the division meant that 
the farmer must d6vote himsedf to growing crops and producing raw 
materials of food and clothing, that the manufacturer and artisan 
give themselves up to their vocations; hence of necessity there grew 
up a lot of marketmen, transporters, storage men, purveyors and the 
like, who made a business of getting goods from the farmer to the 
consumer and from the manufacturer to the farmer. 

THE GROWING IMPORTANCE OF MIDDLEMEN. 

This body of men holds a strategic position which has been 
strengthened by combination, capital investments, natural and trade 
monopolies, and a beneficent Congress. It is not difficult to under- 
stand that they are powerful because they have by organization and 
superior bargaining ability come to dominate almost the entire trade 
in raw materials and manufactured products. 

It is only natural that the middlemen should endeavor to increase 
their gains by buying cheap and selling dear, that they should spe- 
cialize and multiply as the wants of consumers grow and the sources 
of supplies become more and more distant. The widening gap be- 
tween the farmer and the users of the farmer's product makes a place 
for a large number of go-betweens. 
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' iWEJR FUNCTIONS. 

Aside from the fact that these men are specialists in their various 
activities, that they furnish the money to store and distribute the 
products of producers, to find markets and facilitate trade, they have 
in many instances taken over all the marketing activities of the 
farmer. They often purchase apples upon the tree, pick them, grade 
them, pack them and ship them, severing all connection between the 
farmer and his product before his fruit is harvested. Differing some- 
what in degree, the same may in many instances be said of tobacco, 
live stock, poultry, eggs, potatoes, grain, etc. The farmer buys his 
fertilizer and feed prepared, mixed, bagged, labeled, delivered by the 
retail dealer into his wagon and paid for by the dealer, who gives the 
farmer credit. The farmer is a producer of goods, nothing more. 
Possibly that is sufficient, but if so, he should be an inteUigent pro- 
ducer, purchasing shrewdly and selling his produce at a reasonable 
margin of profit. 

The manufacturer has similar problems; he is absolutely de- 
pendent on his markets; he must be able to obtain raw materials and 
he must find buyers for his finished product. Generally speaking, 
the manufacturer is more businesslike than the farmer. He knows 
something about costs of production and he will not continue to sell 
below cost. He has learned to study his market, to buy as cheaply 
as he can, to make things that people want and to make people want 
the things he makes. Moreover, he has learned the foUy of sharp 
competition. Combination and cooperation enable both him and 
his neighbor to succeed; interested representatives sell his products 
and interested agents do his purchasing. 

In fact, industrial and commercial enterprises have tmdergone 
great changes within a short time. Competition among both laborers 
and capitalists has given way to combination. On the one hand 
capital accumulates amazingly and accomplishes marvels, on the 
other hand laborers tmite, and uniting, gain tremendously in bar- 
gaining power and self-respect. 

THE FARMER LAGS BEHIND. 

Now it is very evident that farm methods are improving; the 
farmer is a better producer than he was years ago. But it is ^o 
evident that much of the advantage he has gained through education, 
applied science, government aid, better equipment and more intelli- 
gent practice, has been altogether lost because he has not been able 
to dispose of his crop or to buy his supplies and equipments ad- 
vantageously. 

In some agricultural industries in the United States and almost 
everywhere in Europe, farmers have secured great financial advan- 
tages and acquired a keen sense of business by combining their inter- 
ests, by buying and selling together. In some coimtries the restilts 
of cooperative business methods are marvelous. Denmark has 
become rich and world-famous, and little Ireland, for years known 
as the very poorest agricultural coimtry in Europe, has made remarka- 
ble progress, simply because the farmers of these countries have 
learned to sell their products in a btisiness-like way and buy their 
agricultural requirements together. They give their attention to 
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production but they also see to it that their products are sold intelli- 
gently and wisely by their own paid agents. The fanner cannot very 
well learn all there is to know about any market but a hundred 
fanners can hire a marketing expert to handle their products and can 
afford to pay him a good salary out of increased returns that other- 
wise would go to a host of middlemen. 

THE ESSENTIALS OF MARKETING. 

The market of today demands two or three very simple things 
of the producer. One of the first and simplest is that the quaUty of 
the product be dependable. The market desires such products 
as are of known quality, whether this quaUty be first, second 
or third. One great reason why farmers do not receive the 
highest price for their crops is that they have not learned to ship to 
the market tmiform grades or qualities. When, for example, a barrel 
of apples is packed it is likely to contain apples of the first grade, 
second grade and culls; perhaps a large part of the barrel cannot be 
used at all. The second barrel may be just like the first or it may be 
something very different. 

In the second place, the market demands a neat and imiform 
package. Every marketman in the cotmtry complains of the fact 
that farmers have little real business sense in the matter of putting 
up their products in packages. One finds potatoes coming into the 
market some in barrels, some in boxes, some in bags, some in other 
packages of every description and degree of decrepitude. A uniform, 
neat and tasty package suited to the commodity which it contains 
is a great factor in increasing the price of the product. Farmers need 
very much education along this line. 

In the third place, the market wants products shipped regularly 
in quantities sufficient to supply the demand. It is no little matter 
to the marketman that he can get all the potatoes he wants one week 
and cannot get any the next. What he desires is, perhaps, a carload 
of potatoes every other day for six months and a carload every three 
days for the other six months. At any rate, it is essential that he 
receive his shipments regularly from the shipper. 

In this connection it is important that the product be sufficient 
to meet the demand. Not long ago an eastern fruit grower sent a 
shipment of apples to a Boston dealer packed in the very best possible 
manner following the methods of the western packer. The apples 
were exceptionally good, they were placed in storage in Boston and 
dealers umf ormly said they were equal to any apple from the Pacific 
Coast. Nevertheless, the distributors were very loath to pay for the 
shipment anything like the prices they offered for western apples. 
Questioned as to their reasons they put it very succinctly in this way, 
"Your apples are good, they are well packed, there is absolutely no 
question about their quality; but suppose a customer after using 
one box of your apples comes back to ask for another, we will be 
obliged to tdl him that there are no more apples from the same source. 
The reason we cannot pay a higher price for your apples is simply 
because your supply is very limited. Guarantee to supply us with 
these apples as we need them throughout the winter, and we'll quote 
you a price as high as or higher than we pay for western apples." 



These simple essentials — dependable goods, packed uniformly 
and neatly, well graded, shipped regularly in sufficient quantities to 
meet the demand, can hardly be supplied by the small individual 
farmer; and because they cannot be supplied in that way, the market- 
man and consumer naturally go to the jobber to get their goods. The 
jobber pays the farmer as small a price as he can and charges the 
consumer as high a price as he can for his costly services of packing, 
grading and distributing the product uniformly. 

WHAT HAS BEEN DONE ABROAD. 

European farmers in England, Ireland, Denmark and other 
countries fotmd themselves confronted with the same marketing 
conditions which the farmers of the United States have found. They 
struggled with it just as the farmers of the United States are strug- 
gling, but imlike the majority of the farmers of the United States, 
Siey struggled to some effect. The farmers of the Old World are 
small farmers. Not many of them produce more than a mere handful 
of products of any one sort. Some of them foimd themselves with 
no home market and were obliged to ship their products across the 
seas into foreign coimtries. Some of them foimd an organized opposi- 
tion to the sale of their goods in other countries. Nevertheless, the 
European farmers in the countries mentioned found the way out by 
organizing themselves into small cooperative selling associations. 
By pooling their products they were able to facilitate their marketing 
because, in the first place, they were able to pack tmiformly, supply 
the market sufficiently and regularly, and because of the supply 
which they controlled, they were able to meet successfully organized 
opposition to their interests. 

No other poultry in the world is packed as well as Danish poultry ; 
no other eggs are graded as well as Danish eggs; there is no bacon 
that commands a higher price than Danish bacon. This is true 
chiefly because Danish potdtry, Danish eggs, and Danish bacon are 
skillfully packed, unifomily graded and shipped regularly imder the 
guarantee of the shipper. It is known the world over that this 
cooperation has been the salvation of Danish agriculture, that the 
farmer of Denmark is today the most important man in his country 
and is important chiefly because he has known how to organize. It 
is said that the number of cooperative organizations in Denmark is 
four times the number of farmers; that is to say, on the average, each 
farmer in Denmark belongs to four cooperative organizations. 

In Ireland and England cooperative buying and selling have 
not yet reached the perfection they have in Denmark. Nevertheless, 
the Irish farmer has for some years been selling his bacon, eggs and 
poultry on the markets of the world very successfully because he has 
been shipping them through his local cooperative societies. 

SUCCESSFUL COOPERATION IN THE UNITED STATES. 

The United States has lagged somewhat behind in the matter 
of cooperative endeavor among farmers; nevertheless, there are some 
examples of very successful cooperation even in our own coimtry. 
Perhaps nowhere in the world is there a stronger selling organization 
than the California Fruit Growers' Exchange. The Exchange has 
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passed through various vicissitudes and has met successfully the 
most serious opposition from railroads, commission men and other 
opposing interests. It is now so strongly entrenched in handling the 
citrus fruit of the Far West that it is a mere truism to say that with- 
out it citrus fruit growing on the Pacific Coast would be an utter 
failure. 

The Hood River and other northwestern apple-shipping asso- 
ciations have been almost as successful in marketing apples as the 
citrus fruit men have in handling their California oranges. The Hood 
River apple growers have a world-wide reputation for neat and uni- 
form packages of thoroughly dependable apples which are absolutely 
guaranteed to the consimier. These apples are packed by authorized 
inspectors and shipped by experts. They are sold on the markets of 
the world by agents of the fruit growers' association and all the returns 
for the apples go to the grower after deducting the charges for trans- 
portation and the services of agents employed by the association itself. 

Moreover, the truck growers of the Atlantic Coast and the Gulf 
region have made use of associated selling for some years. The 
example of the Eastern Shore of Virginia Produce Exchange is most 
worthy of imitation. Beginning a few years ago with a ntimber of 
disgruntled farmers who had been shipping their perishable products 
individually to the markets of Philadelphia and other cities, it has 
grown to be one of the strongest marketing associations in the United 
States, doing millions of dollars worth of business and putting upon 
the market products guaranteed by the Exchange in which the com- 
mission men and retailers have the utmost confidence. 

These cooperative associations, in fact, are becoming more and 
more numerous wherever specialized products, usually of a perishable 
nature, must be put upon a market at some distance. Wherever they 
have been established successfully they have succeeded in bringing 
to the producer a higher price for his product, a cheaper charge for 
transportation, a more dependable and a wider market, and conse- 
quently an increased prosperity. On the other hand, the consimier 
has been able to get a product of standard and dependable grade at a 
price not exceeding very greatly, if at all, the price which he paid for a 
poorly graded product tmrdiable in quality. 

Nowhere is it more true that "In union there is strength" than 
in the shipment of perishable products to commission men. The 
united farmers have been able to protect themselves in a way the 
isolated individual farmer could never hope to do, against commission 
men, transportation agencies, and other allied interests. Some of 
these little associations maintain a list of reliable commission men 
which they call a white list; moreover they remove from this list 
those commission men who are found to be tmreliable. One can easily 
see that few commission men would care to be placed upon the un- 
reliable list or to be removed from the white list of a cooperative 
association upon which they depended for a comparatively large 
supply of produce during the season. The patronage of a cooperative 
society is solicited by commission men rather than rejected. 

Another advantage which accrues to the associated farmer is 
the wider market he obtains for his products. One little society in 
New Jersey, whose members had for years been shipping individually 



to Philadelphia, New York, and Baltimore with varying degrees of 
success, found the first year after organization that they w^re shipping 
to over twenty different cities in the East, from as far west as Pitts- 
burg and Buffalo to as far east as Boston and Portland. The fact 
that they were able to choose between twenty or thirty different 
markets during the season gave them an added advantage in selling 
their products. They always had a choice of markets and could ship 
day by day to that market which had the smallest supply of their 
product. 

REASONS FOR FAILURE. 

Cooperation among farmers in New England has never been 
very enthusiastically received although it must be said that several 
very successful farmers' cooperative societies, both for purchase and 
for sale of products have been formed in our eastern states. Some of 
the alleged reasons for the lack of enthusiasm on the part of our New 
England farmers are first, the individualism of the farmer, his desire 
to do his own marketing and to make his own bargains, and perhaps 
his dislike of interfering in his neighbor's business or to permit his 
neighbor to interfere in what he considers private matters. 

So far as individualism is concerned, there is proper individualism 
and an individualism which is exceedingly disadvantageous to the 
man who has a product to put upon the market or to men who are 
buying quantities of agricultural requirements. A man may foster 
his individualism at the expense of his financial common sense. As 
a matter of fact, the old independent farmer about whom so much 
has been said has practically gone out of existence. The farmer of 
today depends upon his market quite as much as the grocer does. 
ffis products are frequently prepared for market, shipped to market, 
handled by marketmen in precisely the same way as are the products 
of the manufacturer. Consequently the farmer is interested in the 
amount his neighbor sells and in the quantity the consumer in his 
marketing town purchases. He is interested in railroads, transporta- 
tion, bariing, and all means of exchange, and the markets of the 
world measurably affect him. 

In the second place, it is said that the farmer has not sufficient 
business ability to conduct a cooperative organization. While this 
is true in a number of instances, it should not be true of the farmers 
of New England who are said to be as shrewd bargainers as any 
farmers in the world. The farmers of New England are intelligent 
and should be as enterprising and as capable of handling the coopera- 
tive associations as the farmers of Ireland, the farmers of Denmark or 
the farmers of Texas. 

Another legitimate reason for the failure of cooperative organiza- 
tions among farmers has been the fact that most organizations of 
farmers have had so many purposes that the real object of. the asso- 
ciation has become obscured. This has been one difficulty in the 
formation of business cooperative associations by the Grange. Again, 
too, a good many of these cooperative societies have failed because 
the members of them have had no common interest; a cooperative 
organization is a very simple thing but each should be composed of 
men who are boimd together by some common interest. A large 
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number of purposes or objects is Ukdy to defeat the whole end and 
aim of a business enterprise. 

A great many cooperative societies have failed because of lack 
of good management or because they were not founded on business 
principles. On the whole, a careful study of the situation leads 
students of the subject to believe that the New England farmer is 
quite as capable of organizing along cooperative lines as any farmer 
in the world, provided he lay down- and follow a few simple principles 
that make for safety and permanency of organization. 

ESSENTIALS TO SUCCESS. 

One of the first essentials to successful coSperation is sufficient 
material in a given commtmity with which to do a cooperative busi- 
ness. It is useless to endeavor to cooperate in milk selling or in the 
formation of a creamery association if there are not sufficient cows 
or sufficient milk to make an organization worth while. A case in 
point came to notice recently when a number of farmers in a certain 
town in Massachusetts endeavored to sell their apples cooperatively. 
It was found on investigation that they did not have among them 
even one carload of good apples. This is a matter of considerable 
importance, perhaps more importance than intending cooperators 
would suppose. 

On the other hand, for purposes of cooperation, it is altogether 
best that the coSperating area be rather small. It is much easier for 
a number of farmers in a small community to organize for purposes 
of purchase or sale than it is for the farmers scattered over a county 
or two counties to organize. Consequently intending cooperators 
might well consider the growing of one or two special crops by aU the 
members of the cooperative association. Economists call this geo- 
graphic specialization, which simply means that if a number of 
farmers in a certain town are all growing potatoes of one sort, or 
apples of a given variety, or onions, or cabbage, or what not, they 
can pool their product very much better than if they are raising many 
different kinds of crops. 

The third great essential to co5peration is loyalty. There is no 
use considering a cooperative society unless the members are loyal 
to the association even to the point of suffering some loss for the sake 
of keeping the association alive and prosperous. This loyalty is one 
of the most noticeable features of codperative societies abroad and 
of successful cooperative societies in the United States. The mem- 
bers uphold their societies against all charges, furnish the required 
raw material even when the cooperative society pays them less than 
they could receive outside, and sometimes even when cooperative 
sedlmg is not always as successful as individual selling. Tins is the 
same loyalty that is demanded in other business corporations, the 
same loyalty that is necessary in any form of voluntary cooperation. 
Members must believe in their society, must believe in cooperation 
and must believe in each other. Without abiding faith and loyalty 
on the part of the members it is useless to endeavor to form a perma- 
nent farmers' business association. 

The fourth essential is singleness of purpose. It is true that a 
great many of the cooperative societies in the United States both buy 
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and sell but it is also true that most of these successful societies are 
organized either for buying or for selling only. A cooperative society 
should be organized to sell apples, or to buy feeds, fertilizers or other 
agriculttiral requirements, or to store cabbages or onions, and if these 
same farmers desire to cooperate with others for some other purpose 
they shotdd form a second association. 

The reason lying at the base of this is simply that if the farmers 
have a single aim it is much more easy for them to do business. They 
can forward that aim in a simple and straightforward way. Then 
too, if only potato growers are organized into a society the members 
have a common interest; they are all potato men, they have the 
same problems of marketing and the same problems of growing. If 
the crop of one is a failure the crop of all is likely to be a failure. More- 
over they have a fine fellow feeling, and a splendid rivalry is apt to 
spring up among them. Whereas, if lawyers, doctors and dairymen 
are introduced into the society along with the potato growers, there 
is little harmony of interests and the chances for success are very 
much smaller. One of the safest pieces of advice that can be given 
to intending organizers of cooperative exchanges is that they keep 
the aim of the society single and simple, and take into the organiza- 
tion only such men as are interested in the purposes of the 
organization. 

The fifth essential is incorporation. Nearly every successful 
cooperative society in the United States and many abroad are in- 
corporated under state laws. The incorporation of a society is a 
simple matter but very many fine results accompany it. In the first 
place, the management is a board of directors definitely provided for 
in the articles of incorporation. In the second place, an incorporated 
society cannot go out of business during the limit of time fixed by 
the articles of incorporation, whereas, a society organized otherwise 
may stop business at any time, frequently with Ssastrous results. 
In the third place, the members of an incorporated society are liable 
for the debts of the society only in proportion to the ntmiber of shares 
which they have taken; and finally, the incorporated society is 
subject to the inspection of the state and all its business must be 
conducted on approved business lines. 

Incorporation is exceedingly cheap; the Massachusetts law 
provides that a cooperative society can be incorporated with a capital 
stock of only $1,000.00, and of this $1,000.00 only a very small per- 
centage needs to be paid in. That is to say, in Massachusetts it is 
quite possible for a cooperative exchange to organize with a small 
nominal capitalization. It cannot be too strongly urged upon 
cooperative societies that they become incorporate bodies at the 
moment of organization. 

WANTED— A GOOD MANAGER. 

The sixth essential is paid, efficient management. A great many 
of our cooperative societies have gone to the wall because the manage- 
ment was inferior or because the management was in too many hands. 
The best societies in the United States, in fact almost the only societies 
that are successful, are those that have a single manager. Moreover, 
if this manager does any business at all and is at all capable he should 
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be paid and well paid. Managers of some of the larger coopera- 
tive societies are paid remarkably good salaries. For example, 
the manager of one of the vegetable exchanges is receiving $10,000 
a year. 

A co6perative society cannot very well be handled by a board of 
directors as an ordinary business can, because, in the first place, every 
man in the cooperative society is interested in the work of his asso- 
ciation and every man thinks he knows as much about running the 
cooperative society as every other man, perhaps a little more. More- 
over, in order to handle a business that is scattered as widely as the 
business of a farmers' cooperative society, it is necessary to have one 
man who will hold the reins in his own hands. This man is the mana- 
ger. The manager should, of course, be hired by and be under the 
control of the board of directors. Together with the board of directors 
he should lay down his plan of operations and his system of business. 
This having been done, the manager should have a free hand to carry 
out his plans in the matter of seelang a market, of buying and selling, 
and shotdd not be interfered with. 

The manager should be a man who has a great deal of marketing 
ability and this is just the sort of man that cooperative societies, 
wherever they may be formed, shotdd seek to employ. In any com- 
munity there is likely to be found some one man who has more than 
ordinary business ability who would be willing to undertake the 
management of the exchange. If there is no such man in the exchange 
it should be possible to employ one for at least a part of the year. 

In exchanges formed for the purchase of supplies, the secretary 
may very well be called the secretary-manager and handle the busi- 
ness of the association. In that case he should be chosen with this 
fact in mind and should be paid according to the amount of work he 
does. No cooperative organization will run itself; no cooperative 
organization can be run by a half-dozen heads and every cooperative 
association requires the services of a strong business executive. 

PUBLICITY AND CASH. 

The seventh essential is absolute publicity regarding the affairs 
of the society ; this includes a f tdl and complete oversight of the books, 
papers, and policies of the exchange by its members and, in addition, 
a careftd supervision of the accounts at stated intervak. That the 
supervision may be effective, every co6perative society shotdd pro- 
vide for a committee of audit, preferably composed of members who 
do not belong to the board of directors or management. The com- 
mittee of audit should examine the books at least once each year, 
thoroughly inspect every business operation and account, and make 
a report in writing to the members at the general meeting of share- 
holders or, if called upon, at a special meeting. The audit may be 
made twice yearly if it is thought necessary; it helps to allay sus- 
picion and keeps the society from slackness and carelessness. 

Too much stress cannot be laid upon the fact that there should 
be no secrecy in a cooperative organization. This does not mean that 
the policy of the manager or directors should be changed simply 
because of popular clamor, but it does mean that every member of 
the society should be at all times fully informed of the plans and 
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purposes of the organization. Some cooperative societies obtain this 
end by frequent popular meetings of the members at which the aims 
and purposes of the organization are discussed. Others issue circular 
letters and pamphlets to the members, giving them information of 
any new scheme or plan that the directors are undertaking. Others, 
again, have open days when the members are invited to come to the 
offices of the society if they choose, to ask any questions concerning 
the organization, or to look over any of the books. In short, the aim 
should be entire openness and frankness with regard to the business 
of any cooperative corporation. 

AnoUier essential to successful codperation is that the business 
be done as far as possible on a cash basis. Extension of credit has 
been a rock on which a good many otherwise successful organiza- 
tions have been wrecked beyond repair. The temptation to extend 
credit to members or to outside interests is very great, and though 
sometimes a credit business may be carried on very successfully, in 
general it is decidedly safer to make all business cadi btisiness. 

A corollary to this is that sufficient cash should be provided to 
carry on the work of the exchange effectively. It takes money to 
run a cooperative society as well as to run anjrthing else. Farmers' 
organizations are likely to be handicapped by lack of funds, because 
for some reason farmers do not clearly perceive the necessity of 
adequate capital. Money is necessary to pay employees, to provide 
for the necessary requirements of the office, to cover deficits or delin- 
quencies in payment of debts to the orggjoization, and for many 
current expenses. A good rule to follow in planning the amoimt of 
capital necessary to finance a cooperative society is this: Ascertain 
as accurately as possible every expense that the exchange is likely to 
incur for a year in advance, making ftdl and complete allowance for 
outside figures. Having found this, multiply the amotmt by two. 

Finally^ every co5perative association should be organized on 
strictly co5perative principles. A number of cooperative societies, 
both in this country and abroad, are merely joint stock companies, 
and some of them are operating more or less successfully. Never- 
theless, there are some principles which are essential to the true 
spirit of cooperative endeavor and which, in the long nm, give better 
financial and social results than others. 

THE FUNDAMENTAL PRINCIPLES OF COOPERATION. 

The essential difference between a cooperative society and a 
joint stock company is this: A joint stock company is a combination 
of capital or shares. Capital is invested in the business and all the 
profits are supposed to accrue from the use of capital, consequently 
all profits are returned as dividends to the shardiolders. It makes 
no difference whether the dividend be 2 per cent or 20 per cent or 
200 per cent, it is distributed among the men who hold the shares. 

As a matter of fact, however, the men who make the busi- 
ness successful are, in many instances, not the men who own the 
capital stock but the men who do business with the organization. 
For example, in a national bank the men who make the business 
successftd are, in large part, the men who deposit and who use the 
fimds, not alone the capitalists who have invested smaller or larger 
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amounts to supply the capital of the bank. The same may be said 
of a grocery store; the customers of the store, those who furnish the 
business, are the men who are largely responsible for the success and 
profits of the store. In a creamery it is quite evident that the men 
who furnish the capital are not nearly so important in earning profits 
for the association as the men who furnish the milk and cream to the 
creamery; and it follows, therefore, that these are the men who 
should receive the earnings if there be any after expenses of operation 
and a fair interest on the capital have been paid. 

Again, the men who hold the capital stock in a joint stock com- 
pany are the men who do the voting. They do not vote as men, they 
vote as shares; the man who has ten shares has ten votes; he who 
has but two shares has two votes; the thought being that the more 
shares a man has the more powerful he shotdd be in determining the 
policy of the company. 

Now the principle of a co5perative society is fundamentally 
different. A cooperative society recognizes the need of capital but 
it also recognizes the fact that a reputable concern may obtain capital 
anywhere at the ruling rate of interest. The ruling rate of interest 
is now between 5 and 6 per cent. Why should a man who invests only 
his money in any business receive more than the 5 or 6 per cent that 
is recognized as legitimate payment for capital, the rate that a bank 
will charge? So in a strictly cooperative society it is agreed that 
capital shall be paid merely the ruling rate of interest, say 6 per cent, 
and that all further profits shall be returned to the men who have 
supplied the business of the cooperative society, on the basis of the 
amount of business they have furnished. That is to say, in the 
cooperative creamery we have mentioned, the profits wiU be dis- 
tributed among the members who have f timished milk to the cream- 
ery, in proportion to the amount of milk they have furnished. The 
man who has purchased shares will draw 6 per cent on his capital 
investment, but the men who have been responsible for the success of 
the exchange will receive whatever profits there are in accordance 
with the amount of business they have done. 

ONE MAN, ONE VOTE. 

In the next place, the co5perative society is democratic ; it is a 

tmion not of shares, but a union of individuals. Instead of allowing 
each share to have a vote, each man is given one vote. The principle 
is this: It is believed that each member, no matter what his contribu- 
tion to the capital of the association, has as much right to vote con- 
cerning its policies as any other shareholder; just as a citizen, no 
matter how many children he. has or whether he has any children at 
all, has a right to vote for school officers. In a democracy every man 
has a vote; so it is in a cooperative society. 

The law of Massachusetts is very clear on this point, as is the 
cooperative law in other states. It is distinctly stated that all profits 
in a cooperative society, after paying not to exceed 5 per cent interest 
on the capital, shall be distributed first, 10 per cent to a reserve fimd; 
second, if desirable, 5 per cent for purposes of teaching cooperation; 
and third, the remainder to the members, non-members and employees 
in proportion to the amoimt of business they have done with the 
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co6perative society or the salaries they have received, with the excep- 
tion that non-members shall receive one-half the rate of dividend 
that members receive. 

This is quite as it should be and represents the true cooperative 
spirit which recognizes that those who contribute the actual materials 
of business shall share in its rewards and its penalties in proportion 
to their contribution, that the share capital shall be paid the ruling 
rate for borrowed money, and that recognizes further the fact that 
every man has the same number of votes as any other man. 

Further than this, the cooperative society recognizes that there 
should be a limitation on the amount of capital stock any man may 
control. Surely, in a cooperative society the capital should be con- 
tributed by members approximately according to the amount of 
business which each man expects to do with the society. If a co- 
operative society'is established with 200 shares, it is quite legitimate 
to say that no member shall hold more than one-tenth of the total 
ntmiber or twenty shares. This keeps the shares well distributed 
and makes for democracy. 

Aaother point of importance is the transfer of shares. It is 
ordinarily unwise to have men investing money in a cooperative con- 
cern in which they are not interested. A cooperative society, in the 
first place, should be formed of men who are interested in a particular 
line of cooperation. Consequently, when any member drops out and 
wishes to dispose of his shares, he should not be permitted to sell them 
to any person he pleases for, in that case, he might sell them to some 
person opposed to the interests of the cooperative society. Hence, 
the proviso that a member may not make a transfer of his shares 
that is not first approved by the board of directors. 

These are the fimdamentals upon which a cooperative society 
should be founded. If placed on this foundation, and the members 
remain loyal, success is reasonably assured. 

POSSIBLE FIELDS OF AGRICULTURAL COOPERATION IN 

NEW ENGLAND. 

Cooperation in various lines of agriculture is possible among New 
England farmers; some cooperative societies are more easily organ- 
ized than others. Perhaps the most easily organized form of co6pera- 
tion is the co6perative exchange for the piu-chase of supplies; proba- 
bly, also, it is one of the most necessary in Massachusetts. 

SUPPLY EXCHANGES. 

Many groups of farmers in New England buy their fertilizers, 
feed, spraying materials, boxes, barrels and crates, and perhaps their 
coal in quantity. There is no reason why this should not be done in 
any commtmity where a number of farmers are using somewhat the 
same sorts of fertilizers or feed or spraying materials. The society 
is easily formed and the results are just as easily seen. Every one 
can imderstand that it is cheaper to buy in carload lots and cheaper 
to ship that way. It is not so fully understood, perhaps, that by 
purchasing in carload lots or by commtmities, a better quality or, at 
least, a more uniform quality of goods may often be secured. Some 
purchasers of large amounts are able to make good bargains with 
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wholesale agents and jobbers, but small buyers are obliged to pur- 
chase from the local markets, are frequently overcharged, or an in- 
ferior quality of the commodity may be foisted upon them. 

The organization of a buying society is simply accomplished by 
pooling the purchases of the members, appointing one man who has 
some business ability to do the bargaining and order the supplies, and 
paying the necessary cash into his hands or into a local bank. The 
buyer purchases the supplies, has them shipped to the nearest railway 
depot, inspects the shipment, pays the wholesale firm, and notifies 
the members who have purchased to come to the railway station and 
haul home their orders of goods. 

This method of buying does very well for a season, but it is 
handled much more easily and in a much more business-like way, if 
the various buying members form a cooperative society with a small 
capital for the purpose of purchasing all their agricultural require- 
ments in common. These requirements may be purchased as above 
described, but they should be sold to the members at a reasonable 
profit over cost price; non-members should be allowed to purchase 
also and at the end of the year the profits from the sales should be 
returned to the purchasing members in proportion to the amoimts 
they have purchased. The non-members might receive one-half the 
rate of dividend members receive. 

This system has the advantage pi keeping a surplus in the treas- 
ury, of encouraging non-members to purchase because they are 
satisfied they will get a square deal and because, at the end of the 
year, they feel reasonably assured they will receive a small rebate. 
Of course, every ton of fertilizer or coal that the non-members of the 
society buy adds a little to the profits that will accrue to the members, 
and the larger the sales the larger the profits. To encourage member- 
ship in the exchange, the dividends of non-members may well be 
credited to them on account of shares purchased in the exchange. 
There is no doubt that many of these societies should be organized 
all over Massachusetts, especially for the purchase of fertilizer, spray- 
ing materials and feed. In some places in Massachusetts, farmers 
estimate that they have saved $5.00 per ton on fertilizers by purchas- 
ing in common. Another great advantage of this method of buying 
is that better fertilizers are bought and usually immixed fertilizers. 
It is quite possible to buy the chemicals unmixed and to mix them 
after they have been delivered at the railway station. We commend 
this form of cooperation most heartily to the farmers of Massachu- 
setts, believing that these societies can be very easily formed and 
that the results will be almost always satisfactory. 

APPLE SHIPPERS' EXCHANGES. 

The fruit industry, especially the apple industry, in Massachu- 
setts lends itself very readily to cooperation, notably in the matter 
of selling apples to more or less distant markets. The apple shippers' 
society is possible of organization only in those commtmities where 
a sufiicient quantity of apples of tmiform variety and merchantable 
grade to make carload shipments possible, is produced. These asso- 
ciations should not be attempted where growers are very widely 
separated or where comparatively few marketable apples are raised. 
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In Maine, a nimiber of these apple shippers' exchanges have been 
formed and are operating with some degree of success. 

They are more diffictdt to establish successfully than societies 
for the purpose of purchasing agricultural requirements, chiefly 
because it requires a very careful manager to pack and ship the apples 
of a number of farmers and see that only apples f tilly up to grade are 
offered for sale by the association. In forming such an association, 
apple growers should contract to sell through the association all ^e 
apples they have that are fit for sale. They shotdd agree further to 
have the packing done by an expert packer and to allow every barrel 
packed to be inspected by the official inspector or packer. Moreover, 
every barrel should be stamped with the name and address of the 
association and the name or ntmiber of the grower, put up in the best 
possible way and should be guaranteed to the buyer by the exchange. 
These are the methods adopted by the western fruit growers who have 
managed the sale of their apples so successftdly. The success of apple 
shippers' exchanges depends upon sufficient fruit, efficient manage- 
ment and the loyalty of the members. A competent manager and 
packer shotdd be secured and paid by the association. 

Some of the benefits that would accrue from the formation of 
such associations are, first, the placing on the market of a better grade 
of apples in larger quantites, tmiform in quality. The exchange wotdd 
benefit by the fact that its label would soon become known and 
customers wotdd ask for apples of that brand. Consequently the 
exchange would then see to it that no barrel of apples not up to grade 
was ever placed upon the market under its label. 

Second, the exchange should be willing to stand back of every 
barrel shipped. If every community in New England where there 
are sufficient qtiantities of apples, would market them in this way 
the apple trade of Massachusetts would be revolutionized. Other 
benefits in the way of cheaper freight rates, better prices because of 
the sale of comparatively large quantities of uniform apples, and 
possibilities of cooperative storage would accrue to the members in 
due time. It would be a great business education for the members of 
such a society and would lead to better orchards and better fruit 
wherever these organizations are founded. More than this, it would 
lead the orchardists of different localities to grow suitable varieties 
of fruit, and thus establish upon the markets a name for that locality. 

POULTRY AND EGG EXCHANGES, OR CIRCLES. 

In Ireland and Denmark, one of the first forms of cooperation 
was the egg collecting and poultry shipping associations. Very few 
of these associations have been formed in the United States. Never- 
theless, a few egg collecting societies established in connection with 
creameries in the Middle West, have proved satisfactory beyond all 
expectations. The market desires always a fresh egg, with quality 
guaranteed. In some places it is true an egg of a certain color or size 
is sought, but the most marketable point about an egg is its freshness. 

Now certain creameries in the West, where farmers bring their 
milV every morning, have asked their members to bring fre^ eggs 
as weU as milk. The creamery furnishes each farmer with a carton 
for holding a dozen eggs, stamped with the name of the creamery, 
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and labeled with a printed guarantee of the freshness of the eggs. 
The carton also bears a number corresponding to a number given 
the patron of the creamery. The cooperative creamery simply asks 
the farmer to bring in eggs that he guarantees are not more than two 
days old. The farmer is given a rubber stamp with which he stamps 
the carton with his name or ntimber and the date. The creamery sells 
the eggs, as they are collected, in a near-by city, invites complaint 
from the customers and offers to make good any carton of eggs that 
proves defective. 

Suppose the customer finds a bad egg; he makes complaint to 
the grocer, giving him the ntunber of the carton; the grocer informs 
the creamery; and the creamery reprimands the patron, penalizing 
him with a small fine. If a second complaint is made against this 
patron, he is dropped from the cooperative egg selling society. This 
simple rule has satisfactorily regulated the supply and almost no 
complaints have been made concerning the quality of the eggs. In 
many instances in the West, it was soon fotmd that creameries 
selling eggs in this way could not supply the demand for them, even 
when their selling price was four to six cents above the regular market 
price. . 

Such associations might very readily be formed in poultry raising 
sections of Massachusetts, especially in those sections where the 
farmers are somewhat remote from the market. There is no reason 
why eggs shotdd not be gathered collectively, shipped in paper cartons 
bearing the guarantee of the society as to their freshness, and sold 
directly to the retailer or consumer; there is no question that eggs 
sold in this way would soon be in high demand, and would bring 
prices considerably above the market. A better grade of eggs would 
be put upon the market and a larger demand for them created. The 
formation of such an exchange i§ comparatively easy and requires 
very little capital. It does require, however, that every member of 
the society promise to sell all of his marketable eggs through the 
exchange or pay a fine. 

Egg shipping exchanges need not be so closely localized as socie- 
ties for bu)dng requirements or for shipping apples. It is easily possi- 
ble for the society to have an egg collector who, two days in the week, 
will go the rounds of the members of the exchange and gather up the 
eggs which they have ready to ship, or it may be possible to concen- 
trate the headquarters of the exchange in a local creamery or some 
other place of business to which the members resort frequently. 

T^e shipment of poultry is a sUghtly different matter, and re- 
quires considerable thought and assistance in the way of packing 
the potdtry and putting it on the market in quantities. The demand 
for poultry, however, is constant and one of the best results of a 
potdtry shipping association would be finding a local market for 
poultry products. 

MILK DISTRIBUTING EXCHANGES. 

One of the most successful forms of agricultural co6peration in 
the United States is the cooperative creamery. Farmers seem to 
have been able to form creameries on a more permanent basis than 
almost any other form of cooperative societies. In the West there 
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are hundreds of these societies, some of them pure cooperative asso- 
ciations and some of them joint stock companies formed by farmers. 
On the other hand, practically no milk distributing exchanges have 
proved successful in the United States; some have been formed in 
the East and a few are now operating; but this form of co6peration, 
while very desirable, has for some reason not found favor with the 
farmers. 

The milk situation in Massachusetts is acute; the local distribu- 
tion of milk is frequently carried on in an extremely wasteful ntianner. 
There is no question that very much might be saved both to the con- 
sumer and to the producer, if in each small community the milk of 
the several dealers were distributed collectively. The duplication 
of routes, the great amount of travel necessary to distribute a few 
quarts of milk, the lack of uniformity of the milk distributed, the 
dearth of milk at some seasons of the year and the over-supply at 
others, most of these wastes and difficulties might be overcome by a 
cooperative milk distributing exchange. Just why farmers who are 
able to get together in the manufacture and sale of butter, are not able 
to cooperate in the collection and distribution of milk to the consumer, 
is a question difficult to answer. 

Of course a milk distributing exchange must necessarily be 
handled with care. It would require that all the milk distributed 
locally be brought to a common distributing center, that the exchange 
lay out the routes for distributing the milk, that certain rules be made 
concerning quality and cleanness of the milk, that after the milk is 
distributed some provision should be made for the disposition of the 
surplus either on the market or by making butter, and that the profits 
and losses of the concern be distributed pro rata to the suppliers of 
the milk according to the amoimt they have supplied. Ideally, if 
such an association can be formed there is no doubt that a tremendous 
saving, a saving practically equal to the profits now made on the 
distribution of milk, might accrue. It is earnestly hoped that in 
some small progressive commtuiities in Massachusetts, the coopera- 
tive distribution of milk may be attempted. 

More than this, there seems to be no reason why the distribu- 
tion of milk in the larger cities should not be carried on by a farmers' 
cooperative exchange. In two of the largest cities in Europe, Buda- 
pest and Vienna, a large percentage of the milk is distributed to the 
inhabitants of these cities by cooperative milk societies, the suppliers 
of the milk being dairymen who live within comparatively short dis- 
tances of these cities. One of these cooperative distributing asso- 
ciations employs some 600 hands and has a plant which, in up-to- 
date appUances and arrangement, equals any found in the United 
States. Moreover, these societies distribute milk at a cost so low as 
to be almost astonishing when compared with the apparent cost of 
retailing milk in the larger cities of Massachusetts. Of course, all 
the profits and all the losses of the association are shared by the 
farmers, but the testimony in these two great cities is that the farmers 
get a better price and the constuners pay a lower price for a better 
quality of milk, than either of them ever enjoyed under the old com- 
mercial distributing system. 
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STORAGE EXCHANGES. 

Farmers of Massachusetts understand very well that the prices 
of many products sold in the fall are usually much less than the prices 
which might be obtained for the same products if sold a little later 
in the season, perhaps in January and February. This is usually 
true of potatoes, onions, cabbage, and sometimes of apples and to- 
bacco. The farmer who is able to store his crops and sell them later 
on, is ordinarily the farmer who gets the best prices. Usually, how- 
ever, the farmer is not able to do this so he sells his crop in the fall 
and turns it over to a middleman who takes to himself whatever 
profit there may be in storing. The storage agents are making good 
profits and are doing good service. It is necessary that some crops 
be held over several months and that someone do the storing. 

The reason why the farmer does not store his products is chiefly 
because he has not a sufficient quantity to warrant the building of a 
suitable storage house. This difficulty might be overcome by the 
cooperative storing of products. Farmers who have apples or onions 
to store might well issue shares and build a storage house in common. 
The products of all the members might well be stored here and the 
cost of storing distributed according to the quantity stored by each 
member. The crop could then be sold cooperatively or individually 
as the members desired, but it is usually best to sell cooperatively, 
whenever the market price seems to justify the selling. 

Farmers and others who have studied the situation believe that 
there is a large field for saving in this direction. There is no doubt 
whatever that many storage middlemen are reaping comparatively 
large profits simply by holding over goods from a time when they are 
not wanted, until a time when they are wanted, and there is no reason 
why the farmers should not take to themselves this profit. Storages 
are easily built and the storage of a great many crops is not difficult. 
If these storages were built in a location convenient to the railroad, 
it would be easy to transfer the products from the warehouse to the 
car. Of course, the storage company must be in a position to stand 
a loss if there should be one, because sometimes prices do not rise as 
they are expected. However, by studying the market for any of these 
perishable crops from year to year, it will be seen that, on the average, 
it pays very well to hold some of them over from fall imtil winter. 

These five forms of cooperation might, to good advantage, be 
introduced into Massachusetts. None of them are new unless it be 
the poultry and egg shipping associations, and all of them are very 
practical and very necessary. The appended constitution and by- 
laws will give some ideas for forming these associations. 

WHAT MAY BE GAINED BY COOPERATION. 

Most of the gains of cooperation have been mentioned already 
but it may be well to summarize a few of them. Many of these may 
not be realized immediately but all of them are possible and will accrue 
to the members of permanent associations. In the purchase of 
agrictdtural requirements, the chief and immediate advantages are 
the cheaper rates obtained by purchasing large lots and paying for 
them in cash. Second, the cheaper shipping rates for carload lots. 
Third, a reliable grade of goods, uniforaa in quaUty and suited to the 
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needs of the purchaser. With fertilizers, this means that the chemicals 
will be purchased uimiixed and will be of the grade ordered by the 
exchange. The gains derived from selling exchanges may not be so 
quickly or so readily seen. The most satisfactory of these will be, 
perhaps, the shipment in larger lots which means a lower freight rate 
and a better price on the market. Another important gain is a 
imiform quality and a uniform pack. Still another is regular ship- 
ments, preventing gluts on the market and giving the shipper a wider 
choice of markets. 

Next, the use of a distinctive brand or label will bring the name 
of the society before the customer and enhance the price to the ship- 
ping exchange, provided the quality of goods is up to the fixed stand- 
ard. Then there is no question but that these shipping associations 
will favorably aflfect the production of the product handled; it will 
give the producers an interest in raising crops and products of superior 
quality and will develop a fine rivalry among the producers; finally 
these associations doubtless will be of advantage in educating the 
members in up-to-date business methods. Farmers are not good 
business men but the uniform testimony is that cooperation is giving 
the farmers an insight into the markets and methods of doing busi- 
ness that they cannot get otherwise and an education that has been 
helpf td to them not only in marketing special products but in handling 
other lines of production. 

STANDARDIZING THE PACKAGE AND THE PRODUCT. 

In marketing any product it very soon becomes essential to 
determine in some way the quality of the product without actually 
inspecting it. As soon as the market has fixed upon certain grades 
and certain qualities of products, and has legally determined what 
these grades and qualities shall be, the product is said to be stand- 
ardized. This standardization of farm products is extremely desira- 
ble, but it presents a great many difiictdties. The United States 
Government has recently established certain standard grades of 
cotton, and by these grades and standards cotton becomes known on 
the commercial market and is paid for, even when it has not been 
examined. Wheat has been standardized by grades in certain states 
of the Union where a great deal of wheat is handled. Recently 
Canada passed a law establishing certain grades and standards of 
wheat, appointing a number of inspectors to see that these standards 
were maintained in the purchase and sale of wheat. 

It is very evident that in perishable products such as potatoes, 
onions, cabbage, etc., it will be very difficult to fix any standard of 
quality tmiform throughout the United States or, in fact, over any 
very wide extent of territory. Nevertheless, it is quite possible to 
standardize the size of the article and perhaps the color, shape and 
uniformity. The United States Government recently passed an 
optional apple packing law defining certain standards and grades of 
apples, depending upon their size and soundness. Of course it is not 
possible to standardize the quality. Very frequently a small apple 
may be of better quality than a large apple, but government or a 
certain market may lay down rules concerning the standard of size, 
color, etc. 
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The standardization of packages is much easier and most of our 
states have laws fixing standard measures and weights of all raw 
products, and certain standards of purity which must obtain in 
products offered on the markets. Most of these standards in the way 
of packages and in the way of quality of products are first made by 
the market itself. After custom has pretty well determined the grades 
of any article and the packages, it is comparatively easy to make laws 
which give a legal standing to these standards and grades. 

One of the greatest benefits of the co6perative society is its 
ability to establish a standard for the products it handles and give 
them a legal standing by means of registered labels or brands. The 
fruit growers in the Northwest have packed and labelled so well that 
the apple box and the apple pack, which are used by the fruit growers 
of Oregon and Washington, have become a fixed commercial standard 
by which apples are purchased and sold. This very desirable result 
might well be brought about in Massachusetts, provided the fruit 
growers and the marketmen would agree upon a standard grade and 
a standard pack, and cooperative apple shipping exchanges formed in 
Massachusetts should have a very large part in determining what this 
grade and this pack shall be. In New Jersey the sweet potato 
growers fixed upon certain grades of potatoes, based on size and sotmd- 
ness, which now have a commercial standing. They labeled these 
grades and by law established certain labels as belonging to certain 
grades and packs of potatoes. 

Anyone who remembers the various grades and varieties of dairy 
butter that were sold on our markets not many years ago, before the 
advent of the creamery, knows that he was likely to find on the 
market butter of every degree of age, rancidity, and condition of 
cleanness. Now the Elgin butter standard has become the fixed 
standard for the United States, and this Elgin standard was made 
possible through the creamery manufacture of butter, especially the 
cooperative creamery. It is very evident that the manufacture or 
distribution of any farm product in large lots, by one concern, means 
the possibihty of establishing certain grades and packs which will 
have a tendency to become standard on the market, and the estab- 
lishment of standards is one of the most desired features of the trade 
in agricultural products. 

SUGGESTIONS FOR FORMING COOPERATIVE EXCHANGES. 

In tTie actual formation of a cooperative exchange, a few very 
simple but necessary steps should be taken. Let us take, for example, 
the formation of a cooperative exchange for the purchase of feeds 
and fertilizers. 

First Step 

The first step shotdd be taken by two or three men who have 
become convinced that the formation of a cooperative exchange is 
desirable. After talking the matter over among themselves, they 
shotdd canvass their neighbors who buy feeds and fertilizers, and 
endeavor to interest them in the formation of an association. They 
should make a tentative list of the amounts of feeds and fertilizers 
which these men will need during the year, in order that they may 
know as nearly as possible the amount which such a cooperative 

23 



society might be called upon to handle. Having enlisted the interests 
and sympathies of a number of people, an informal mass meeting 
of those interested should be held at some convenient place where 
the whole question of cooperative organization should be threshed 
out and a committee appointed to draw up an agreement of incorpora- 
tion. (See Appendix No. I.) 

The Second Step 
As soon as the committee has drafted the agreement of incor- 
poration, a second meeting of the prospective members should be 
called for adopting and signing the agreement of incorporation which 
the committee has formulated. The agreement of incorporation 
should follow pretty closely the form given in Appendix No. I, which 
corresponds to the law of Massachusetts, but a few alterations are 
permissible. The formation of any cooperative society requires 
that there be at least seven members and that each of the members, 

in signing the agreement of incorporation, shall state in writing the 
number of shares for which he has subscribed. 

Before adjournment the incorporators shotdd appoint a time 
and place of meeting for the purpose of adopting by-laws, electing a 
board of directors, and other officers. This is known as the "first 
meeting of the incorporators (or shareholders)" and may well be 
hdd immediately after the signing of the agreement of incorporation. 

The Third Step 
The first meeting of the incorporators should be held at the time 
and place agreed upon, if possible on the same day immediately after 
signing the agreement of incorporation, at which meeting a temporary 
chairman and derk should be appointed and sworn. By-laws 
should be adopted, preferably conforming closely to the by-laws 
suggested in Appendix No. VI. After the adoption of the by-laws 
a board of directors and the other officers provided for by the by-laws 
should be elected, and any other business which may properly come 
before all the shareholders may be transacted. 

The Fourth Step 

Immediately following the first meeting of the incorporators 
the board of directors should meet and choose a president, vice- 
president, and such other officers as are provided for in the by-laws. 

The minutes of the first meeting of the incorporators, ^^ well as 
the minutes of the first meeting of the board of directors, ^otdd be 
attestai and forwarded by the president, together with a copy of the 
by-laws and the agreement of incorporation, to the Commissioner 
of Corporations at Boston. The form called Articles of Organization 
may be obtained from the Commissioner; a copy appears in Appen- 
dix II. Upon receipt of these documents, the Commissioner of Cor- 
porations will approve them or suggest amendments to them, and on 
approval will forward to the board of directors a certificate of in- 
corporation. 

The society is now in a position to transact such business as comes 
within the purposes of the association as stated in the agreement of 
incorporation. It is essential that the first meeting of the incorpora- 
tors and the first meeting of the board of directors should be legally 
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conducted and for that reason, sample minutes of both these meetings 
have been included in this bulletin in Appendices III and IV. These 
forms of minutes should be rather closely adhered to. If this is done 
and the other directions carefully followed, it will not be necessary 
that the incorporators employ a lawyer. Since, however, most of the 
officers must be sworn in, it will be well to have present at the meetings 
a justice of the peace. 



APPENDIX L 
AGREEMENT OF INCORPORATION. 

Preamble. 

We, the undersigned, do by this agreement voluntarily associate ourselves 
together for the purpose of forming a cooperative assodation, according to the 
provisions of Chapter 437 of the Legislative Acts of 1903, and Chapter 447 of the 
Acts of the year 1913: 

Article I. 

The name of this Exchange shall be the 

Article H. 

The purposes of this Exchange shall be the purchase, sale and manufacture 
of agricultural products and agricultural requirements; the ownership and opera- 
tion of warehouses, storage and packing houses and other property; the produc- 
tion, handling, storing and transporting of agricultural products and the dissemi- 
nation of knowledge concerning codperation. 

Article m. 

The principal place of business of this Exchange shall be 

Article IV. 

The membership of this Exchange shall be limited to persons engaged in 
some form of agricultural enterprise, residing in the town of 



Article V. 

The share capitad of this Exchange shall be 

divided into shares of the par value of each. 

No member shall hold shares of a greater par value than 

Article VI. 

The net earnings accruing from the business of this Exchange after pa3nLng 
five per cent, interest on the paid-up share capital and assigning ten per cent, 
of the net earnings to a reserve or sinking fund (according to Section 6 of Chapter 
447, Laws of Massachusetts, 1913) slmll be distributed annually as follows: 
(1) to members by a imiform dividend on the amount of raw materials furnished, 
or the purchases or sales by members; or (2) if the majority of the directors 
agree, five per cent., for educational propaganda in favor of codperation; the 
remainder to members on the above basis and to non-members by one-half of 
such dividend on the raw materials furnished by them or their purchases or 
sales, such dividend to be credited to the non-member in the purchase of shares 
in the Exchange. 

Article Vn. 

We hereby waive all requirements of the statutes of Massachusetts for notice 

of the first meeting for organization, and appoint 

as the time and place of holding said first meeting. 

Article Vm. 

The names and residences of the incorporators, and the amount of stock 
subscribed by each, are as follows: 
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Name Residence Amount subscribed 

Edwin Anderson Hall Amherst, Mass. Two shares. 



In witness whereof, we have hereunto set our hands this day of 

, in the year nineteen hundred and 

(Signatures) 

APPENDIX n. 

ARTICLES OF ORGANIZATION. 

[To he fitted in by the board of directors ^ attested and forwarded by the president 

to the Commissioner of Corporations, at Boston.] 

We, [David McMiUan, Solomon Walsh, etc.,] being a majority of the directors 
of the [North River Farmers* Cooperative Exchange] elected at its first meeting 
in compliance with the requirements of Section ll, Chapter 437, of the Acts of 
lfl>03, do hereby certify: That the following is a true copy of the agreement of 
association to form said corporation, with the names of the subscribers thereto: 

[Here insert copy of the agreement of incorporation (see Appendix I) together 
with the names of stockholders and the number of shares subscribed.] 

That the first meeting of the subscribers to said agreement was held on the 
day of in the year nineteen htmdred and 

That the amount of capital stock now to be issued is 

shares of preferred stock, 

shares of common stock, 

to be paid for as follows: 

AMOUNT AND CLASS OF STOCK ISSUBD. 

Shares Shares 

Preferred Common 

IN cash: 

In full, 

By instalments, 

Amotmt of instalments to be paid before 

commencing business, 



IN property: 

Personal Property: 

Bills Receivable, 

(Note: State clearly the nature of such services or expenses and the amount of 

stock to be issued therefor.) 

The name, residence, and post office address of each of the officers are as 
follows: 

Name of Office Name Residence Post Office Address 

President, 

Treasurer, 

Clerk, (Secretary,) 

Directors, 

In Witness WAereof, we have hereunto signed our names, this ^. . . . 

dayof in the year nineteen hundred and '. . . . 

the commonwealth of MASSACHUSETTS 

ss. 191 . 

Then personally appeared the above-named [David McMillan, etc.] 



and severally made oath that the foregoing certificate, by them subscribed, is 
true to the best of their knowledge and belief. 

Before me. 



Justice of the Peace. 
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APPENDED m. 

FORM OF MINUTES OF FIRST MEETING OF INCORPORATORS. 

The first meeting of the incorporators of the North River Fanners* co6pera- 
tive Exchange was held at Odd Fellows' Hall, Amherst, on October 15, 1913, at 
7 o'clock, P. M. ^ 

Present :— S. Walsh, 

E. A. Hall, A. H. Nelson, 

J. D. Brown, G. E. Moorehead, 

David McMillan, Etc. 

The meeting was called to order by S. Walsh, and on motion of G. E. Moore- 
head, duly seconded, it was 

Voted, that the incorporators proceed to elect by ballot a chairman. Fif- 
teen b^ots were cast, and J. D. Brown, having a majority, was declared duly 
elected chairman, and accepted the office. 

On motion of E. A. Hall, duly seconded, it was 

Voted, that the incorporators proceed to elect bv ballot a temporary clerk. 

Fifteen ballots were cast, and David McMillan, having a majority, was de- 
clared duly elected. He then took and subscribed to the following oath: — 

I, David McMillan, hereby accept the office of temporary clerk of the North 
River Farmers' Cooperative Exchange, and solemnly swear that I will faithfully 
and truthfully perform all the duties imposed upon me as such temporary derk. 

David McMillan. 

Then personally appeared the above-named David McMillan, and took the 
foregoing oath before me. 

Henry Green, 
Amherst, October 15, 1913. Justice of the Peace. 

The chairman then read the Articles of Incorporation subscribed to by the 
incoroorators. 

On motion of S. Walsh, duly seconded, it was 

Voted, to organize a corFK>ration under the name and for the purposes and 
under the conditions set forth in the Agreement of Incorporation. 

On motion of A. H. Nelson, duly seconded, it was 

Voted, that the following be adopted as the by-laws of the corporation: 

[Here insert copy of by-laws.] 

On the motion of G. E. Moorehead, duly seconded, it was 

Voted, that the incorporators proceed to elect by ballot a board of five 
directors. 

For directors, the election resulted as follows: Total number of votes cast 
for S. Walsh, 10; for David McMillan, 10; for J. D. Brown, 10; for A. H. Nelson, 
10; for G. E. Moorehead, 10; and each was declared duly elected a director. 
They thereupon accepted their elections, and qualified by taking and subscribing 
to the following oath: 

We, S. Walsh, David McMillan, J. D. Brown, A. H. Nelson, and G. E. Moore- 
head, hereby accept the office of directors of the North River Farmers' Coopera- 
tive Exchange, and solemnly swear that we will faithfully and truthfully perform 
all the duties imposed upon us as such directors. 

Then personally appeared the above-named S. Walsh, David McMillan, 
T. D. Brown, A. H. Nelson, and G. E. Moorehead, and took the foregoing oath 
before me. 

Henry Green, 
Amherst, October 15, 1913. Justice of the Peace. 

On motion duly made and seconded, it was 

Voted, to proceed to the election by ballot of a treasurer of the corporation. 

The election resulted as follows: Total number of votes cast, 14; for G. E. 
Moorehead, 13; who was declared elected. He thereupon accepted his election 
and qualified by taking and subscribing to the following oath: 

r, G. E. Moorehead, hereby accept the office of treasurer of the North River 
Farmers' Codperative Exchange, and solemnly swear that I will faithfully and 
truthf idly perform all the duties imposed upon me as such treasurer. 

Then personally appeared the above-named G. E. Moorehead, and took the 
foregoing oath before me. 

Henry Green, 
Amherst, October 15, 1913. Justice of the Peace. 
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On motion of £. A. Hall, duly seconded, it was 

Voted, to proceed to the election of a derk [or secretary-manager] 
of the Exchange, whereupon A. H. Nelson was elected secretary by ballot. 
He thereupon accepted his election, and qualified by taking and subscribing to 
the following oath: 

* I, A. H. Nelson, hereby accept the ofl&ce of derk [or secretary-manager] 
of the North River Fanners* Codperative Exchange, and solenioly swear 
that I will faithfully and truthftdly perform all the duties imposed upon me as 
such secretary. 

Then personally appeared the above-named A. H. Nelson, and took the fore- 
going oath before me. 

Henry Green, 
Amherst, October 15, 1913 . Justice of the Peace, 

On motion of G. E. Moorehead, duly seconded, it was 
Voted, to adjourn. 
Adjourned at 9 P. M. 
A true record. 
Attest: 

A. H. Nelson, David McMillan, 

Clerk. Temporary Clerk. 

APPENDIX IV. 

FORM OF MmUTES OF FIRST MEETING OF DIRECTORS OF THE 

NORTH RIVER FARMERS' COOPERATIVE EXCHANGE. 

Immediately after the adjournment of the meeting of the incorporators of the 
North River Farmers' Cooperative Exchange held at No. 35 Amity Street, Am- 
herst, on October 15, 1913, at 9 o'clock, P. M., the Board of Directors met for 
organization at the same place. 

Present: J. D. Brown, A. H. Nelson, G. E. Moorehead, David McMillan, 
S. Walsh. 

The meeting was called to order by S. Walsh, and, on motion duly made and 
seconded, J. D. Brown was elected to serve as chairman pro tempore of the 
meeting. 

On motion duly made and seconded it was. 

Voted, to proceed to the election by ballot of a president of the corportition. 

The election resulted as follows: Total number of votes cast, 4; J. D. Brown, 
having received 3, was declared elected, accepted his election and took the 
chair as president. He then qualified by taking and subscribing to the following 
oath: 

I, J. D. Brown, hereby accept the office of president of the North River 
Farmers' Codperative Exchange^ and solemnly swear that I will faithfully and 
truthftdly perform all the duties imposed upon me as such president. 

Then personally appeared the above-named J. D. Brown, and took the fore- 
going oath before me. 

Henry Green, 
Amherst, October 15, 1913. Justice of the Peace. 

On motion duly made and seconded, it was 

Voted, to proceed to the election by ballot of a vice-president of the cor- 
poration. 

The election resulted as follows: Total number of votes cast, 4; for David 
McMillan, 4, who was declared elected. He thereupon accepted his election, and 
qualified by taking and subscribing to the following oath: 

I, David McMillan, hereby accept the office of vice-president of the North 
River Farmers' Codperative Exchange, and solemnly swear that I will faithfully 
and truthftdly perform all the duties imposed upon me as such vice-president. 

Then personally appeared the above-named David McMillan, and took the 
foregoing oath before me. 

Henry Green, 
Amherst, October 15, 1913. Justice of the Peace. 

On motion duly made and seconded, it was 

Voted, that the President, Secretary, Treasurer, and Board of Directors 
be authorized to make the necessary returns to the Commissioner of Corporations 
in the matter of organizing and obtaining the Charter of the Corporation, and to 
do and perform all other legal requirements preparatory to doing Dusiness, and to 
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begin active business when they are lawftilly authorized and consider it advisable 
so to do. 

Adjourned at 10:30 P. M. 
A true record. 
Attest: 

A. H. Nelson, 

Clerk of the Corporation. 

[These records should be taken or sent, with the filing Jee^ by the officers to the 
Commissioner of Corporations, State House, Boston, who will approve them and 
issue a certificate of incorporation, if satisfied that the law has been complied with.] 

APPENDIX V. 

CONTRACT FOR PURCHASE OF FERTILIZING MATERIALS. 

[Amherst, Mass., Nov. 1, 191S.] 
1, the undersigned, member of the [North River Farmers* Cooperative Ex' 
change], do hereby constitute and appoint the above-named corporation my agent 
for the purchase of fertilizer materials as per order below. I further agree to abide 
by the methods of purchase and the purchase price determined upon by said cor- 
poration, through its properly constituted officers. 




Signed, 
Adam Smith. 

APPENDIX VI. 
SUGGESTED FORM OF BY-LAWS. 

Article L 

Name and Membership. 

Section 1. The name of this association shall be the North River Farmers' 
Codperative Exchange. 

Section 2. The membership of this exchange shall be confined to persons 

residing in and actually engaged in some form of agricultural 

enterprise, who have subscribed for at least one share of stock in the exchange 
and who have been approved as eligible candidates for membership by a majority 
vote of the directors. 

Article IL 

Purposes. 
Section 1. The purpose of this exchange shall be the purchase, sale and 
manufacture of agricultural products and agrictiltural requirements; the owner- 
ship and operation of warehouses, storage and packing houses and other property; 
the production, handling, storing and transporting of agricultural products, and 
the dissemination of knowledge concerning cooperation. 

Article m. 
Board of Directors. 

Section 1. The Board of Directors of this exchange shall consist of five 
members who shall be chosen by ballot at the regular annual meeting of the ex- 
change and shall hold office until their successors are elected and qualined. 

Section 2. Within ten days following their dection, the Board of Directors 
shall meet and elect by ballot from their own number a president and a vice- 
president, whose terms shall be for one year. The Board of Directors may also 
appoint a manager who may be the secretary of the exchange. He shall be paid a 
salary and be subject to removal by the Board. 

Article IV. 
Vacancies. 
Section 1. If a vacancy occur in the Board of Directors, it shall be the duty 
of the president to call a special meeting of the exchange to fill such vacancy and 
such director shall hold office tmtil his successor is dlect^ and qualified. 
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Section 2. Other vacancies shall be filled by the directors at their first 
meeting after such vacancy occurs. 

Article V. 

Meetings. 

Section 1. The annual meeting of the stockholders of this exchange shall 
be held in the [town of Amherst], at a place designated by the Board of Directors 
on the [first Monday in January], at [one o*clock P. M.]. 

Section 2. At the annual meeting reports shall be presented in writing by 
the Board of Directors, the regular ofl&cers, manager, the committee of audit, and 
other conmiittees; a Board of Directors, a secretary, a treasurer and a committee 
of audit shall be elected for the enstiing year, and shall hold office until their suc- 
cessors are elected and qualified. Such otiier business as may properly come before 
the meeting shall be transacted. 

Section 3. Special meetings of the exchange may be called b}^ the Board 
of Directors, or within fourteen days from receipt of written petition of seven 
members. The president shall give the members written notice of all annual or 
special meetings at least ten days previous to the date of such meeting. 

Article VI. 

Duties of Officers. 

Section 1. The president shall preside at all meetings of the directors or 
stockholders of the exchange, call all meetings of the Board of Directors except as 
otherwise provided, preserve order, sign all orders regularly passed by the Board 
of Directors and attested by the secretary or manager, and perform all other 
duties appertaining to his office or any assigned him by the excl^ge. The presi- 
dent shall have no vote at any meeting except in case of a tie. 

Section 2. It shall be the duty of the vice-president to perform the duties 
of the president in his absence, or when for any reason the office of president may 
become vacant. 

Section 3. The secretary (or secretary-manager)* shall keep a record of 
the proceedings of all meetings of the stockholders and of the directors. He shall 
keep the corporate seal of the exchange and shall be custodian of all books, papers, 
and other valuable instruments belonging to the organization. He shall keep all 
books of the issuance and transfer of stocSc and shall countersign all certificates of 
stock and afBx the seal of the Board of Directors and stockholders, and shall keep 
all books necessary to the transaction of the general business of the exchange. 

Section 4. The treasurer shall receive all funds due or paid to the ex- 
change and deposit them as the directors may instruct; and pay out said funds 
upon the wntten order of the president. He shall make a full and detailed 
report of the financial condition of the exchange at the January meeting of each 
year, and at such other times as called upon by vote of the members. He shall 
give bond in the sum of not less than one thousand dollars ($1,000.00) to be ap- 
proved by the Board of Directors, for the faithful performance of his duties and 
as surety for the books, papers and other instruments of the exchange which may 
be placed in his custody. 

Section 6. The manager or secretary-manager shall conduct the daily 
business transactions of the exchange, subject to the oversight and supervision of 
the Board of Directors. He shall attend the meetings of the Board of Directors 
and shall have the same right to originate and propose motions and amendments 
and to participate in deliberations as a director, but unless he shall have been 
elected a member of the Board of Directors he shall have no vote in that 
body. All funds belonging to the exchange (except such money, notes and 
sureties as may be held by the treasurer at the direction of the board of directors) 
may be in the care and custody of the manager (or secretary-manager) and all 
payments for purchases and general expenses may be made exclusively by check 
signed by him and countersigned by the president. 

Section 6. The directors shall have general control and direction of the 
affairs of the exchange and perform all duties specially assigned them by the By- 
Laws and Agreement of Incorporation. The directors may, by a majority vote, 
appoint or disdiarge any officer or employee of the exchange, determine the 
duties of officers and employees and fix their compensation, except as limited by 



* Notb: The matter of oombinina the offioee of Moretaiy and manager in one person will 
depend upon the volume of businefls undertaken by the exchange. In oaae the buainen tramaoted 
is very large, it may facilitate matters to have separate offioes. 
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the stockholders. The directors shall hold regular meetings to consider the busi- 
ness of the exchange. A regular meeting shall be held on the first Saturday of 
each alternate month at one o'clock, P. M. Special meetings of the Board of 
Directors shall be held on call of the president or within seven days from receipt of 
written petition of three members of the board. The president shall give the 
members of the board four days' notice of such meetings. Three members of the 
board shall constitute a quorum for the transaction of business. The directors 
shall receive no remuneration for their services except that the secretary may 
receive such compensation as may be determined by the stockholders. 

Article Vn. 
Committee of Audit. 
Section 1. A committee of audit, consisting of three members, shall be 
elected by ballot at the annual meeting of the exch^ge. Officers and directors of 
the exchange shall be ineligible to membership on said committee. 

Section 2. It shall be the duty of the committee of audit to examine and 
audit the books of the exchange at least once a year, to report their findings to 
the annual meeting, and to examine and audit the books and report at such other 
times as may be ordered by vote of the exchange. 

Article Vm. 
Share Capital. 

Section 1. The share capital of this exchange shall be [one thousand doUars 
(SI, 000, 00)] divided into [two hundred] shares of the par value [of five dollars 
($6.00) each]. 

Section 2. No member shall hold more than one-tenth of the total number 
of shares authorized. 

Section 3. The shares subscribed for may be paid in full on entering the 
exchange, [or three dollars ($3,00)] per share in cash and the remainder by demand 
notes without interest, as the directors may determine. A member in arrears in 
share installments shall not be eligible to any office in the exchange, and shall be 
fined ten cents per month during the time of such arrearages unless excused by the 
Board of Directors. The directors may suspend the clause with respect to pay- 
ment by installments, and may allow dividends to acciunulate and apply on the 
payment of shares. 

Section 4. Assessments may be levied upon members of this exchange at 
the discretion of the Board of IHrectors, according to the amount of business 
transacted by each member. The total amount of such assessments in any 
given year shall not exceed the amount of paid-up capital of the exchange. 

Section 6. All transfers of stock must be approved by the Board of Direc- 
tors. No transfers of stock to any person not eligible to membership in the ex- 
cliange shall be valid. 

Article DC. 
Funds. 
Section 1. Except as otherwise voted, all funds belonging to this exchange 
shall be deposited in a bank designated for the purpose by the Board of Directors. 

Article X. 
Supplies. 
Section 1. Supplies may be ordered through this exchange as agent only, 
and all business so transacted shall be conducted on a cash basis. 

Section 2. Supplies shall be sold to stockholders in the exchange at market 
prices. 

Article XI. 
Profits. 

Each member of the exchange shall have one vote. The profits of the ex- 
change shall be distributed as provided by the Agreement of Incorporation, on a 
date determined by the Board of Directors. 

Article Xn. 
By-Laws. 

These By-Laws maybe altered or amended by a two-thirds vote of the mem- 
bers present at any regular annual meeting or at any special meeting called for the 
purpose, provided that such amendment shall have been presented in writing 
at a previous regular or special meeting. 
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APPENDED Vn. 

LAWS OF MASSACHUSETTS RELATIVE TO COOPERATIVE 

ASSOCIATIONS. 

(Chapter 447, Acts 1913.) 

An Act Relative to the Incorporation and Management of Cooperative 
Associations with a Capital Stock not Exceeding 

Ten Thousand Dollars. 

Organization. 

Section 1. Seven or more persons, residents of the Commonwealth, may 
associate themselves as a corporation, association, society, company or exchange, 
for the purpose of conducting within the Commonwealth any agricultural, dairv 
or mercantile business on the cooperative plan. The word "cooperative" shall 
form a part of the name of the corporation, and, for the purposes of this act, the 
words association," "company, "exchange," "society," and "union" shall 
have the same signification and shall import a corporation. 



Agreement of Association. 

(A model Agreement of Association will be found in the 

Appendix I, page 25 ) 

Calling of First Meeting of Incorporators. 

(Section 9, Chap. 437, Aots 1903.) 

The first meeting of the incorporators of a corporation created by opeoial 
law shall, unless such law otherwise provides, be called by a notice signea b^ a 
majority of the persons named in the act of incorporation; and the first meetms 
of the incorporators of a corporation organized under general laws shall be called 
by a notice signed either by such subscriber to the agreement of association as 
may be designated therein or by a majority of the subscribers to such agreement; 
and such notice shid.1 state the time, place and purposes of the meeting. A copy 
of such notice shall, seven dayB at least before the day appointed for the meeting, 
be given to each incorporator or left at his residence or usual place of business, 
or deposited in the post office, postage prepaid, and addressed to him at his resi- 
dence or usual place of business, and another copy thereof, and an affidavit of one 
of the signers that the notice has been duly served, shall be recorded with the 
records of the corporation. If all of the incorporators shall in writing, indorsed 
upon the agreement of association, or, in the case of a corporation created by 
special law, upon the charter or a certified copy thereof, waive such notice and fix 
^e time and place of the meeting, no notice shall be required. 

Election of Officers. 

(Chap. 437. Acts 1903.) 

Sbction 10. At such first meetinjs, or at any adjournment thereof, the 
incorporators shall organise by the choice, by ballot, of a temporary clerk, who 
shall be sworn, by the adoption of by-laws and by the election in such manner as 
the by-laws may determine of directors, of a treasurer, of a clerk, and of such 
other officers as the by-laws may prescribe. The temporary clerk shall make and 
attest a record of the proceedings until the clerk has been chosen ^and sworn, 
including a record of such choice and qualification. 

Articles of Organization. 
(Chap. 437, Acts 1903.) 

Sbction 11. A majority of the directors who are elected -at such first 
meeting shall forthwith make, sign and make oath to articles setting forth: 

(a). A true copv of the agreement of association and the names of the sub- 
scribers thereto, or of the act of incorporation, as the case may be. 

(b). The date of the first meeting and of the successive adjournments 
thereof, if any. 

(c). The amount of capital stock then to be issued; the amount thereof 
to be paid for in full in cash; the amount thereof to be paid for in cash by install- 
ments and the installment to be paid before the corporation commences busi- 
ness; and the amount thereof to be paid for in property. If such property con- 
sists in any part of real estate, its location, area and the amount of stock to be 
issued thereof shall be stated; if any part of such property is personal, it shall be 
described in such detail as the commissioner of corporations may require, and the 
amount of stock to be issued therefor stated. If any part of the capital stock is 
issued for services or expenses, the nature of such services or expenses and the 
amount of stock which is issued therefor shall be clearly stated. 

(d) . The name, residence and post office address of each of the officers of the 
corporation. 
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The directors who sign such articles shall be jointly and severally liable to 
any stockholder of the corporation for actual damages caused by any statement 
therein which is false and which they know to be false. 

(Chap. 437, Acts 1903.) 

Sbction 12. The articles of organisation and the record of the first meet- 
ing of the incorporators shall be submitted to the conmiissioner of corporations, 
who shall ezamme them and who may require such amendment thereof or such 
additional information as he may consider necessary. 



Incorporation. 

Section 2. The corporation shall be formed in the manner prescribed in, 
and be subject to, the provisions of Chapter four hundred and thirty-seven of the 
Acts of the year nineteen hundred and three, and all Acts in amendment thereof 
and in addition thereto so far as they are not inconsistent with the provisions of 
this act. (See under Organization.) 

Capital Stock. 

Section 3. The capital stock of such a corporation shall not exceed the 
amount of ten thousand dollars. No stockholder shall own shares of a greater 
par value than four hundred dollars, or be entitled to more than one vote on any 
subject arising in the management of the corporation. 

(Chap. 437, Acts 1003.) 

SsctionS. * * * The total amount of the capital stock of the 
corporation * * * shfdl not be less than one thousand dollars 
* * * The par value of the shares • • • gh^U not be 
less than five dollars * * * 

Investment of Reserve Fund, Etc. 

Section 4. At any regular meeting, or at any duly called special meeting, 
at which a majority of all its stockholders shall be present, a corporation organiz^ 
under this act may authorize the investment of its reserve fund or any part thereof, 
first, in the building in which it is doing business, or, second, in a first mortgage 
of real estate owned and occupied as a dwelling by any of its stockholders. 

Apportionment of Earnings. 

Section 5. The directors of every such corporation shall apportion the 
earnings of the corporation in the following manner: 

1. They shall set aside annually not less than ten per cent of the net profits 
of the corporation for a reserve fund imtil there is accumulated in said reserve 
fund an amoimt not less than thirty per cent of the paid-up capital stock. 

2. They shall declare and pay dividends on the paid-up capital stock not 
exceeding five per cent per anntun. 

Distribution of Earnings. 

Section 6. 1. From the balance of the net earnings of the corporation the 
directors may appropriate a sum not exceeding five per cent of the annual net 
earnings to be used in teaching cooperation. 

2. The directors may distribute the remainder of such earnings or any part 
thereof by a uniform dividend upon the amount of purchases of shareholders, 
and upon the amount of wages which have been earned and paid to employees, 
except that in the case of a purchaser who is not a shareholder but who desires to 
become a shareholder, a dividend of one-half the uniform dividend may be de- 
clared upon such non-shareholder's piu^chases and credited to him on account of 
the purcJiase of stock for which he may subscribe. The profits or net earnings of 
such a corporation shall be distributed to those entitled thereto at such tunes 
as the by-laws shall prescribe, which shall be as often as once in twelve months. 

Certificate of Organization to be Approved and Filed, Etc. 

Section 7. Any co6perative association now organized by law in this 
Commonwealth for any of the purposes mentioned in this Act, and qualified so to 
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do, may by a majority vote of the stockholders at a meeting called for the purpose 
vote to accept the provisions of this Act, and shall thereupon present to the Com- 
missioner of corporations a certificate, signed and sworn to by its secretary, 
setting forth a copy of said vote, the date of the meeting at which the vote was 
passed, and such further evidence as the Commissioner may require of its legal 
existence and of its intention to accept the provisions of this Act. The Com- 
missioner shall examine the certificate and evidence of organization, and, if it 
appears that the provisions of law have been complied with, shall so certify, and 
shall approve the certificate by his endorsement thereon, and thereupon such 
Corporation shall have the powers and privileges and be subject to the duties and 
liabilities of corporations formed under this Act. Upon the payment of a fee of 
one dollar, said certificate shall be filed in the office of the secretary of the Com- 
monwealth, who shall cause it and the endorsement thereon to be recorded. 

Section 8. This Act shall take effect upon its passage. 

Approved April 7, 1913. 
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